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STATE PLAN UNDER TITLE XLX OF TB[E SOCIAL SECURITY ACT 

State ofVIRGINIA 
METHODS AND STANDARDS FOR ESTABLISHING PAYMENTRATES-INPATENT 

SERVICES 

2.Determinebasefor revenue forecast: 

a. 	 The Department of Medical Assistance Services @MAS) shall use, as a 
basefordetermining the payment reduction distribution forhospitals 
Type I and Type 11, net Medicaid inpatient operating reimbursement and 
out patient reimbursed cost, as recorded by the DMAS for state fiscal 
year 1999 from each individual hospital settled cost reports. This figure 
is further reduced by 18.73%, which represents the estimated state wide 
HMO average percent of Medicaid business for those hospitals engaged 
in HMO contracts: to arrive at net baseline proportion of non-HMO 
hospital Medicaidbusiness. 

b. 	 For freestanding psychiatric hospitals, the DMAS shall useestimated 
Medicaid revenues for the 6 month period (1-1-01 through 6-30-Ol), 
times two, and adjusted for inflation by 4.3% for state fiscal '02, 3.1% 
for state fiscal '03, and 3.7% for state fiscal '04 as reported by DRI-
WEFA, Inc.'s hospital input price level percentage moving average. 

3. Determine forecastrevenue: 

a. 	 Each Type I hospital's individual state fiscal '03 & '04 forecast 
reimbursement is based on the proportion of non-HNO business (see 2. 
a. above) with respect to DMAS forecast of SFY '03 & '04 inpatient and 
out patient operating revenue for Type I hospitals. 

b. Type II, including freestanding psychiatric, hospital's individualEach 
state fiscal '03 & '04 forecast reimbursement is based on the proportion 
ofnon-HMO business (see 2.a.and 2. b above) with respect tothe 
DMASforecastof SFY '03 & '04 inpatient and out patient operating 
revenue forType I1 hospitals. 

4. 	 Each hospital's totalyearly reduction amount is equaltotheirrespective state 
fiscal '03 and '04 forecast reimbursement as described above in 3a and 3b times 
3.235857 percentfor state fiscal '03 and3.235857 percent, forthefirst two 
quarters of state fiscal '04 and 2.88572 percent for the last two quarters of state 
fiscal year '04, not to bereduced by more than$500,000 per year. 
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